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SUMMARY 


Owing to depressed world copper prices since April 1970, the Zambian 
economy is moving through a difficult period. Depressed world copper 
prices and a drop in production following a mining disaster have resulted 
in considerable deterioration in Zambia's terms of trade. The trade 
surplus declined by 76% in 1971 and the Balance of Payments was in deficit 
by an estimated $204 million. To offset the deflationary impact of lower 
copper revenues, the Zambian Government throughout most of 1971 pursued 
inflationary fiscal and monetary policies. By late 1971 foreign exchange 
reserves had fallen by 50% and the rate of decline made restrictive action 
necessary. Beginning in December 1971 the government adopted a series of 
restrictive measures including stricter control of remittances, a 5% import 
surcharge, restraints on credit availability, a ban on non-essential imports, 
and a cut in planned budget expenditures. To broaden the revenue base, 
the government has eliminated the shareholder's credit for company tax on 
gross dividends and introduced a 15% withholding tax on dividends payable 
to residents and non-residents. 


By Jamary 1972 measures to bring about a major reorganization of the 
economy were basically complete with virtually all important mining, 
industrial, commercial and financial enterprises having been brought under 
government ownership or control. Retail and wholesale trading, with some 
exceptions, has been confined to Zambian citizens or state companies, 
However, the government has not gone ahead with its announced plans to 
take a majority interest in all the foreign-owned commercial banks. 


In January 1972 the government initiated the Second National Development 
Plan (1972-76) with ambitious targets for diversification and growth in all 
sectors including a 34% increase in copper production and an emphasis on 
developing the rural sector. Austerity will be the dominant feature of 
the Zambian economic scene in 1972 and probably beyond. Although agricul- 
ture had an exceptionally good year in 1972, the decline in overall growth 


will restrain expansion in the manufacturing and construction sectors and 
will have an impact on overseas suppliers, including the United States. 








CURRENT ECONOMIC SITUATION AND TRENDS 


From Boom to Austerity 


The Zambian economy is passing through a difficult period owing mainly to 
the decline in world copper prices since April 1970. For the period 1965-69 
the annual growth rate in Gross National Product (GNP) was about 10%, but 
it declined in 1970 to 5% and is estimated to have been no more than 2% in 
1971. As a result per capita GNP has also declined although it remains, at 
$343, among the highest in sub-Sahara Africa. 


Copper mining is the most productive sector of the economy and accounts 
for 96% of export earnings, 58% of government revenue and employs about 
15% of all wage earners. The economy, therefore, is highly dependent on 
copper. Fortuitously high copper prices in the 1969-1970 period permitted 
the Zambian Government to build up its foreign exchange reserves to over 
$550 million in 1970 and to use budget surpluses for the rapid development 
of Zambia's economic and social infrastructure. However, when copper 
prices are depressed, as they were in 1971-72, the economy is subject to 
severe strains. Moreover, a major mining disaster in November 1970 at 
Mufulira, one of Zambia's most productive mines, forced a cutback in copper 
production of about 16% from the 1969 level. 


The combined effect of depressed copper prices and a drop in copper produc- 
tion has resulted in a large deterioration in Zambia's terms of trade -- the 
trade surplus decreased by 76% in 1971. With an increasing rate of external 
payments for services and transfer as well as a net capital outflow, the 
Balance of Payments in 1971 was in deficit by $285 million. The decline in 
revenue from the mining sector has resulted in a deteriorating budget 


position -- the budget deficit in 1971 was $271 million and is expected to be 
even larger in 1972. 


In early 1970, when the economy began to show clear signs of weakening, 

the government adopted inflationary monetary and fiscal policies to offset 
the deflationary impact of lower copper prices. The policy resulted ina 
rapid drawing down of government deposits with the Bank of Zambia and of 
foreign exchange reserves. The government's net position with the Bank of 
Zambia in 1971 deteriorated by $155 million. By the end of 1971 foreign ex- 
change reserves had declined by about 50% to $270 million and, more im- 
portantly, were declining at a rate which made restrictive action necessary. 


On December 6, 1971 the government announced the first in a series of 
austerity measures to stem the decline in reserves and to cut back govern- 
ment expenditures: (a) foreign exchange allowances for travel and personnel 





remittances were reduced, (b) loan and overdraft facilities were limited to 
a debt/paid-up capital ratio of 1:1 for Zambian firms and 1:2 for foreign con- 
trolled firms, and (c) no company or state body was permitted to maintain a 
foreign currency account, In an effort to broaden the revenue base and to 
reduce the import bill, the government when presenting the 1972 budget in 
January announced a temporary 5% import surcharge, a ban on certain im- 
ports, higher import duties on luxuries, and a one kwacha airport tax. On 
April 1, 1972, amendments were also made to the Income Tax Act which 
eliminated the shareholders credit permitted for the company tax paid on 
"gross" dividends and introduced a withholding tax of 15% on all dividends 
whether payable to residents or non-residents. The new tax amendments 
also broadened the basis on which a 10% tax on interest and royalties and a 
15% tax on management and consultant's fees, first introduced in 1970, can 
be levied. In addition, when a shareholder is a non-resident company, the 
Tax Commissioner can assess dividend income for taxes when this would 
yield more tax than that withheld at the time of payment. This provision 
could subject some foreign firms not benefiting from a double taxation con- 
vention to an effective tax rate of 69.75% on earnings from Zambia. Despite 
these revenue measures and despite a cutback from 1971 to 1972 in proposed 
recurrent expenditures of 27% and in capital expenditures of 28%, the 1972 
budget estimates would result in an uncovered deficit of about $150 million. 


In a further measure to reduce the cost of imports the Ministry of Trade 
announced in February 1972 that Zambia will buy goods from the cheapest source 
even if that source was South Africa. Prior to this announcement it had been 
the government's policy to reduce exports from South Africa to the extent 
possible, 


By mid-1972 the rate of decline in foreign exchange reserves had begun to 
slow down but it was being fueled by a rapid increase in credit to parastatal 
corporations and the private sector. To restrain credit the Bank of Zambia 
in June 1972 announced measures (a) restricting the remittance of declared 
profits and dividends by foreign controlled companies to once in their fiscal 
year, (b) reducing overdraft facilities by an amount equal to the profits and 
dividends either remitted or paid into a foreign exchange account pending 
remittance, (c) increasing the minimum reserve requirement for demand 
and time deposits and (d) raising the liquidity ratio applicable to commercial 
banks and other financial institutions. 


To act even more directly on the growing import bill, which increased by 
16% in value and 11% in volume in 1971, the Ministry of Trade made clear in 
June 1972 that the review of "outstanding" import licenses it was conducting 
had the purpose of banning all non-essential imports. Each application for 
an import license must now be accompanied by a questionnaire that pre- 
sumably will be used in the process of determining whether any particular 
import is essential. 








Structural Economic Reforms 


In 1968 Zambia initiated a series of economic measures with the objective 

of bringing about a major reorganization of the economy by acquiring state 
control of major economic activity and enlarging opportunities for Zambian 
participation. By mid-1972 the Zambian Government had assumed ownership 
in virtually all important mining, industrial, commercial and financial enter- 
prises and had begun to confine retail and wholesale trading to Zambian 
citizens or state companies. 


In July 1971, however, the government announced that it was not going ahead 
with its plans, announced in November 1970, to restructure Zambia's five 
commercial banks into two banking groups in which it would hold a 51% in- 
terest. Rather, the three branches of London based banks (Barclays DCO, 
Standard Ltd., and National and Grindlays) were obliged by legislation to 
locally incorporate by December 31, 1971, with a paid up capital of not less 
than $280 million each. Each of the banks has complied. In addition, the 
government acquired a 60% interest in the only foreign-owned bank already 
locally incorporated, the Commercial Bank of Zambia, and required Zambia's 
only accepting house, the Merchant Bank (Zambia) Ltd., to cease operations 
by restricting all merchant banking to the commercial banks. The govern- 
ment also went ahead with its announced plans to require from January l, 
1972, that all insurance can only be transacted by the Zambian State Insurance 
Company and amalgamated the existing building societies (savings and loan 
associations) into the state-owned Zambia National Building Society. To 
coordinate and supervise its financial holdings, including the wholly state- 
owned National Commercial Bank, the government established FINDECO Ltd. 


A new Trade and Licensing Act adopted in 1971 imposed the requirement that 
as of January 1, 1972, retail and wholesale trading would be confined to Zam- 
bian citizens or state-owned companies except for 20 prescribed categories 
of goods in specialized fields where non- Zambians could continue to trade. 
The Act also introduced a manufacturers license and an agents license which 
could be held by non-Zambians, permitting them to continue retailing and 
wholesaling goods they manufacture domestically or import. 


In the industrial and commercial sector the government's interests are held 

by INDECO Ltd. which comprises over 80 subsidiary and associate companies. 
In March 1971 the INDECO group had net assets of $207 million, a turnover of 
$256 million and a profit after taxation of $20.7 million for a rate of return 

on shareholder's funds of 15.6% INDECO has participated in the launching 

of 12 major new industries since 1966 and has taken over most of the more 
important industries already operating in the country. Compensation for 


the takeovers is generally paid out of future earnings with existing manage- 
ment remaining under contract. New major investments have normally 
required INDECO participation on the basis of a negotiated joint venture 
with INDECO requiring 50% or more equity, although present policy appears 
to be shifting toward encouraging foreign investment in some cases with 
limited or no INDECO participation. Although the government does not 
have an Investment Code and has not implemented existing legislation 
offering tax holidays to foreign investors, it appears prepared to negotiate 
mutually advantageous and profitable arrangements which offer the investor 
an assurance of government support. 


In December 1969 the government nationalized all mineral rights and acquired 
a 51% participation in the Zambian operating assets of the two mining groups, 
Roan Selection Trust (RST) and the Anglo-American Corporation. The two 
companies are being compensated for the acquisition on the basis of con- 
solidated book value through bonds payable semi-annually. The former 
owners of the mines continue to operate the two new mining companies 
formed after the acquisition -- Roan Consolidated Mines and Nchanga Con- 
solidated Copper Mines -- under management and sales contracts. The 
government's mining interests, including the Maamba Collieries Ltd., are 
vested in MINDECO Ltd. 


In January 1971 the government reorganized the structure of its parastatal 
bodies so that they became the responsibility of the parallel government 
ministry with the responsible minister becoming chairman of the corporation. 
The government's hotel interests were consolidated into a National Hotels 
Corporation, and state-owned transport companies were consolidated into 

a National Transport Corporation. All the five parastatals are grouped 
together as subsidiaries of the Zambian Industrial and Mining Corporation 
(ZIMCO) of which the President is chairman. 


Economic Prospects 


Austerity will be the dominant feature of the Zambian economy in 1972 and 
may continue to be so long as world copper prices remain low. Revenue 
from the mining sector will also be affected by fixed tax rates, the treat- 
ment of investments as costs and a rise in production costs in the mining 
sector. The capacity to broaden the tax base outside the mining sector is 
limited. Being landlocked and a relatively high cost producer with a low 
supply base, Zambia will have difficulties in expanding export earnings 
outside of copper. Moreover, the rate of personal savings is low (probably 
near zero) although the government is making efforts to mobilize small- 
scale savings partly through the establishment of a new national savings 
bank. For the immediate future, therefore, gross fixed capital investment, 








a large part of which is traditionally financed by the government, is likely 
to decline, and Zambia may have to seek external loans for financing its 
budget deficit and planned investments in both the public and private sectors. 
Fortunately Zambia's external debt burden is relatively low with average 
annual annuity payments of about $15 million and a debt service/export 
earnings ratio of 3%. This ratio, however, is expected to increase to 8% 
over the next few years. ! 


Zambia has had some success in diversification of its economy in recent 
years. The index of manufacturing production showed an expansion of 
about 6.5% during 1971. About 36% of all manufactured goods consumed 
are now produced locally. Output in the construction sector also rose 
during 1971, mostly owing to the continued high capital expenditures of the 
government. However, the manufacturing and construction sectors have 
been faced with periodic shortages of raw materials, partly owing to trans- 
port problems, and rising costs. Labor costs per unit of output are high 
while wholesale prices have remained relatively stable resulting in a squeeze 
on profits. Moreover, there may be a slackening in demand and a shortage 
of capital resulting from the government's deflationary measures which 
could severely restrict expansion. 


Owing mainly to the Mufulira mine disaster, copper production fell by 16% 
from 1969 to 1971. The mining companies, however, have announced expan- 
sion plans which, by opening new mines and improving existing plants, is 
expected to raise annual production to 900, 000 tons by 1975 at an estimated 
cest of $525 million. The government is encouraging further mineral explora- 
tion and development and is presently re-examining the tax incentives granted 
in this area with a view toward making them more attractive. 


In coal, supplies from the Maamba Collieries are now sufficient to meet 
Zambia's needs although the quality is not as high as that of coal previously 
imported from Wankie in Rhodesia. To meet the growing demand for power 
of Zambia's Copperbelt as well as other consumers, Zambia is proceeding 
with the installation of increased capacity at the Kariba North Bank station 


(600 mw) and the Kafue Hydro-electric station (600 mw) which by 1975 will ] 
make Zambia independent of Rhodesia for power supplies and possibly a net | 
exporter. The mining companies are increasingly shifting to heavy fuel oil 


for use in their smelting operations, requiring Zambia to increase through- 
put capacity in the oil pipeline from Dar es Salaam. In addition an oil re- 
finery is under construction on the Copperbelt, 


Although the incidence of temporary, illegal work stoppages is high, there 
has been no major strike in Zambia since 1968. Most labor in industry and 
mining is unionized with the unions federated in a Zambia Congress of Trade 
Unions (ZCTU) which is independent from the government. In 1971 new in- 
dustrial relations legislation was adopted which provided for joint worker- 
management works councils in industry and established an Industrial Rela- 
tions Court to arbitrate labor disputes. Government policy is that wage 
increases should be kept in line with increases in productivity and should 
not exceed 5% per annum. The average minimum wage for all sectors other 
than agriculture is $1.75 per day. High wage levels in the mining sector 
exert an upward push on wage costs throughout the economy. Total earnings 
of African employees rose by 82.1% in the period 1967-1971 for an average 
annual compound rate of increase of 10.7%. Employment increased by 12.3% 
between 1969 and 1971 and the government, through a Zambianization Com- 
mittee, encourages the replacement of expatriate employees by Zambians. 
However, the economy suffers from a severe shortage of skilled Zambian 
technical and professional manpower. Although no reliable estimates are 
available on unemployment or under-employment, the slower growth of the 
economy, the structural nature of unemployment, a 2.9% population growth 
and a high percentage (45%) of the population under age 15 is likely to present 
the government with a serious employment problem. Moreover, there is an 
increasing migration from the rural to urban areas owing mainly to an income 
disparity estimated to be about 1:18. 


After a period of relative stability prices began to rise again in 1971 at a rate 
of about 6%. The greatest increase has occurred in foodstuffs and non-durable 
consumer goods owing in part to the high cost of imports. The government 
has endeavored to limit price increases by imposing price controls on basic 
commodities which are mainly designed to protect the low income group. 
Since deflationary measures taken by the government in late 1971 and in 1972 
are likely to increase the upward pressure on prices, the government in 
June 1972, expanded its price control measures by setting maximum whole- 
sale and retail prices on most all foodstuffs. The new prices averaged about 
10% below previous prices. Expansion of price control was apparently based 
on the belief that inflationary pressures were in large part the result of 
excessive retail margins. Wages in excess of productivity, deficit financing, 
scarcity of skilled manpower, irregularity of supplies, and rising import 


costs are among the factors, however, that will tend to push prices upwards, 
Agriculture: A Good Year 


In contrast to 1970, 1971 was an exceptionally good year for Zambian agri- 
culture. Estimated marketed output increased by 52% with increases in all 
major crops while beef and whole-milk production remained fairly constant. 
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The most striking aspect of the year was the recovery in maize (corn) pro- 
duction which increased from 1.5 million bags (200 lb) in 1970 to 4.4 million 
bags (90 kg)* in 1971. Current estimates for the 1972 harvest of maize (the 
staple of the Zambian diet) range from 6 to 7 million bags which would result 
in a surplus over requirements of 2 to 2.5 million bags. However, witha 
high support price, the surplus can only be exported at a loss. Production 
of Virginia flue-cured tobacco increased by 23% in 1971 although it still 

falls far short of pre-Independence output. Since their introduction, cotton, 
sugar and poultry have done well and Zambia is now self-sufficient in the 
major vegetables. 


Despite the high priority given agriculture by the government, expansion 

has remained below expectations and potential. Among the major constraints 
are (a) an inadequately trained and staffed extension service, (b) management 
problems in the statutory marketing boards, (c) inadequate and uncoordinated 
price incentives, (d) deficient distribution of agricultural inputs, and (e) mis- 
allocation and unproductive use of credit. 


Agriculture accounts for about 7% of GNP with the bulk of production, outside 
cotton and groundnuts, coming from about 1,000 commercial farms which are 
mostly operated by non-Zambians. Through a policy of setting up Intensive 
Development Zones which are to be the focal points for concentrating re- 
sources in defined areas of known agricultural potential, the government 
hopes over the 1972-76 period to narrow income disparity between the rural 
and urban areas, reduce dependence on imported foodstuffs, limit the high 
budgetary costs of agricultural subsidies, and achieve self-sufficiency in 
basic foodstuffs. 


The Balance of Payments - A Record Deficit 


Zambia's Balance of Payments deteriorated on both the current and capital 
accounts in 1971 resulting in a deficit of $284 million. The trade surplus, 
which was $553 million in 1970, fell to $125 million in 1971 owing to a con- 
traction of export proceeds from copper and a 14% increase in the value of 
imports. In addition, payments for services and transfers continued to rise 
sharply with transfers alone representing almost one-third of payments for 
merchandise exports. Moreover, the outflow of private capital increased 
owing to expectation of a kwacha devaluation and increased remittances of 
reimbursements for the takeovers of foreign owned assets, 


Zambia's currency, the kwacha, was devalued by 7.89% in December 1971 
as a consequence of pegging the kwacha to the U.S. dollar rather than to 
the pound sterling. To correct the Balance of Payments deficit the govern- 
ment has adopted the series of measures set out above. The deficit in the 


* In 1971, Zambia changed to the metric system. 
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Balance of Payments has also led to a fall in primary liquidity which has 
strained the liquidity position of the commercial banks. Moreover, there 
has been an increase in currency in circulation outside the banking system. 
The reduced liquidity position of the banks led to a reduction in credit to 
the government although loans and advances to government statutory bodies 
and the private sector increased. Since these were mainly used to finance 
imports, there was a decrease in the rate of demand deposit creation by 
commercial banks. Owing to a decline in liquid assets and an increase in 
loans and advances, the operating ratios of the banks decreased. The 
government has reacted by limiting the credit which can be extended by 
commercial banks. 


The sterling area remains the largest supplier of Zambia's imports, pro- 
viding 53% of total imports. The United States retained its position as the 
third largest supplier having exported $56. 2 million worth of goods to Zambia 
in 1971. Japan was the largest importer of Zambian exports followed by the 
United Kingdom and West Germany. Although Zambia has temporarily eased 
its policy on importing from South Africa, the latter's position in the Zambia 
market declined from 22% of total imports in 1969 to 15% in 1971. Zambia's 
imports from Rhodesia, except for electricity and a one-time maize purchase 
in 1971, remain negligible. 


With long distances to posts, periodic congestion along transport routes and 
at the ports, and dependence on facilities outside its control, Zambia con- 
tinues to face serious transport problems. The reduction in exports has 
caused an imbalance in utilization of road and rail transport facilities re- 
sulting in higher transport costs. To improve its position and to reduce its 
reliance on transport systems through Rhodesia, South Africa and the Por- 
tuguese territories, Zambia and Tanzania have jointly signed a $400 million 
interest free loan agreement with the People's Republic of China for the 
construction of a railway connecting Zambia's present system to Dar es 
Salaam. Construction of the railway is expected to begin in Zambia in 1973 
and is scheduled to be completed in 1975. 


Zambia has temporarily suspended its negotiations for entry into the East 
African Community (composed of Kenya, Uganda, Tanzania). 


Second National Development Plan (1972-76) 


Zambia's Second National Development Plan (SNDP) was issued in January 
1972. The major objective is the continued development of social and econ- 
omic infrastructure with particular emphasis on rural development and the 
further development of import substitution industries. The plan recognizes 
that the major constraints on Zambia's capacity to meet targeted objectives 
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over the five year period 1972-76 are the level of future world copper prices 
and the paucity of skilled Zambian manpower. 


The plan assumes an average copper price of $1360 a ton over the five year 
period 1972-76. Gross domestic product is expected to grow (at market 
prices) at an annual rate of 6.8% resulting in a per capita income in 1976 
of $420. Total investment outlay is estimated to be $2,178 million with 
$1,779 million coming from the public sector and $957 million from the 
private sector including parastatals. Of total public investment outlays, 
$953 million is to come from budgetary resources, $487 million from 
external financing and $339 million from public sector enterprises. 


According to the plan, the government will have to mobilize aggregate 
resources of $3,652 million. Revenue sources are projected to be $3, 438 
million which includes domestic borrowings of $231 million and external 
bo rrowings of $487 million. Means for covering the gap of $214 million 
will have to be found. The plan projects that imports over the 1972-76 
period will grow more rapidly than exports, payments for invisibles and 
transfers will remain high and interest payments will increase, There 
will be a net decline in foreign exchange reserves although it is the inten- 
tion to maintain them at a level equivalent to four month's imports. 


The plan's objectives are ambitious and are based on a copper price which 
may be optimistic. Capital expenditures estimated in the 1972 budget were 
below those called for in the plan and in the course of 1972 capital expendi- 
tures are expected to be cut considerably below the budget estimates. The 
plan also makes assumptions about the government's capacity to broaden its 
revenue base and to mobilize voluntary private savings. It remains to be 
seen if the projections on the availability of external finance and private 
investment can be met. On the experience of the first half-year of the plan, 
it is possible that, except for a dramatic rise in copper prices, the plan's 
targets will have to be reconsidered, 


IMPLICATIONS FOR THE UNITED STATES 


The slowdown in growth of the Zambian economy and the government's 
delationary policy to correct the deterioration in the Balance of Payments, 
particularly on the merchandise account, will result in lower government 
capital expenditures for development projects and a decline in imports. 
Rising costs and uncertainty over future economic stability will also restrain 
new investment in plant and inventories by the private sector. Since 

it is unlikely that copper prices in the immediate future will attain the high 
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levels of 1969-70, this situation is likely to have an impact on overseas 
suppliers and on the development of new markets for exports well into 
1973 and possibly beyond. United States' trade and investment interests, 
however, will be somewhat insulated from the decline in economic activity 
by virtue of their being concentrated in the mining sector. Maintaining 
the planned expansion of the copper industry will have the highest priority 
and imports for the sector should continue to be considered essential. 
Nevertheless it can be expected that the rate of growth in U.S. trade with 
Zambia over the past few years will probably decline in 1972-73. Imports 
of non-durable consumables and luxuries will be hardest hit. The con- 
struction sector, where the United States is a major supplier of heavy 
equipment, is also likely to experience a much slower rate of expansion. 


Internal resources over the next year or more will not be sufficient to 
support the ambitious development program set out in the Second National 
Development Plan (1972-76). To finance its budget deficit and to move 
forward with priority development projects, Zambia will increasingly be 
looking for external capital and export credits. In addition, there will 
probably be a sharp increase in the demand for capital and technical 
assistance from foreign official sources. 


There are already clear signs that the government will act to improve the 
investment climate for potential, private foreign investors and will actively 
seek new investment. There is recognition that the policy of state partici- 
pation needs to be spelled out in greater detail, possibly with less emphasis 
on majority state control in non-strategic industries. The government has 
announced that it will formulate an Investment Code containing incentives 
and guarantees to potential investors. The United States has an investment 
guaranty agreement with Zambia under which political risk investment 
insurance may be obtained from the U.S. Overseas Private Investment 
Corporation (OPIC). 





Even if your company 
is already exporting, 
some of these facts may surprise you. 


7 surprising facts about exporting 


1: Small businesses are big in export. 3 out of 5 United States exporters have 
fewer than 100 employees. 


2: Exports keep 3 million Americans working. Every $15,000 of exports 
equals 1 job. 
3: Taxes can now be deferred on 50% of export profits. 


4: United States exports are a $43 billion-a-year business, and growing 11% 
each year. 

5: Export sales of durable goods increased 17% during 1970 while domestic 
sales of the same goods declined 3%. 





6: 96% of all American firms sell only in the United States. 
7: Booth space at a Commerce Department Trade Center can cost as 


little as $400. 


A major California wine producer has demonstrated 
that it’s possible to market American wines in France. Sur- 
prised? Read on. 

You're probably aware of the effect of the new cur- 
rency realignments on selling overseas. Your goods are now 
priced more competitively in world markets. 

But are you aware that you need pay no tax on one- 
half of your export profits? Recent tax legislation permits 
companies engaged in export trade to set up a Domestic 
International Sales Corporation (DISC) and thereby defer 
Taxes on 50% of their export income. 


Exports— growth market of the year. 

Export sales help smooth our domestic cycles. Last 
year exporters discovered that many of their off-shore 
markets were recession-proof. During 1970,domestic sales 
of durable goods shrank. But export sales of those same 
goods increased by 17%. Exports proved to be the growth 





market of the year. And they continue to grow at an average 
of 11% a year—about one-third faster than the growth of 
all U.S. industry. 
You don’t have to be big to be 
profitable in exporting. 

If your firm has less than 100 employees, you should 
know that the majority of other exporters are about your 
size. More than three out of five, as a matter of fact. A 


manufacturing firm in Minnesota, with only 26 employees, 
is a case in point. Five years ago, they weren't even in ex- 


port. Now it’s 25% of their business. And the extra volume 
helps them get longer production runs with lower unit 
costs. Often, the added volume is without added capital 
investment. 

A helping hand for U.S. exporters. 


Take advantage of all the services available to you 
from the U.S. Department of Commerce. The Department 


and its 42 Field Offices can help you pinpoint the likeliest 
markets, by providing you with the research, marketing 
data and trade statistics you need. They can also help you 
expand into new markets. Like the Mississippi pump 
manufacturer who was selling successfully in Europe. After 
Commerce specialists came up with a report on marketing 
in Japan, he developed even bigger sales there than in 
Europe. He’s not alone. Of the firms using Commerce 
services, 60% have increased export sales. 
Expanding your distribution. 

The Commerce Department has ready access to 
135,000 overseas distributors and manufacturers’ agents 
who want to represent American firms. You can choose a 
distributor from existing lists, or, for a nominal fee, the 
Department will find a special agent to handle your specific 
products. 

In addition, as 1,800 American businessmen have 
done in the past five years, you can join a Trade Mission 
and travel overseas with the Mission to make commercial 
contacts.. If you prefer to go it alone, the Department will 
arrange on-the-spot help from any of the 468 commercial 
and economic officers attached to our 152 Embassies and 


Consulates. 
Showing your wares. 

Another example of the services available to you is 
our operation of nine permanent overseas Trade Centers 
in Europe, Asia, Australia and Latin America. At Trade 
Centers, American manufacturers show their goods to au- 
diences representing up to 80% of the purchasing power 
in these markets. Last year, Trade Centers produced $209,- 
000,000 in sales for U.S. firms. 

Or, you can participate in International Trade Fairs. 
The cost can be as low as $850 for space. The rewards can 
be high—$127,000,000 in immediate sales for these U.S. 
exhibitors last year. 

The Commerce Department provides booth design 
and construction at Trade Centers and Fairs, as well as 
advance promotion and personal calls on promising cus- 
tomers to ensure their attendance. 


Exports mean diversification for your company. 
96% of all American firms sell only in this country. 
Ridiculous! For most, the cost of constantly changing prod- 
uct lines, with all the attendant start-up and marketing 
expenses, is greater than learning to export existing 
products. Exporting adds years to many a product line. 
Take the case of a Texas manufacturer of car and truck air 


conditioners. The domestic market was levelling off as 
more cars and trucks were sold with air conditioning as 
original equipment. The Texas firm “diversified” by ex- 
porting its existing products to Japanese car manufacturers 
—with great success. 

About financing, insurance and taxes. 

The United States Government helps finance Ameri- 
ca's exports. The Export-Import Bank of the United 
States (Eximbank) offers direct loans for large projects and 
equipment sales which require long term financing. It also 
cooperates with commercial banks in providing credit to 
overseas buyers of U.S. exports. Exim provides guarantees 
to commercial banks who in turn finance export sales. And 
now, by creating a Domestic International Sales Corpora- 
tion (DISC), you can defer Federal income taxes on one- 
half of your export profits, so long as those profits are used 
to increase further exports. 

The time is now. 

If you're already exporting, it's time you broadened 
your overseas markets. If you're not in exporting, it’s time 
you got started. 

There's no great mystery—and a lot less red tape than 
you think. The Department of Commerce will show you 
how to get started. Exports mean profits. Find out for your- 
self. Send the coupon below. 

Or, better yet, write directly to: 

Director, Bureau of International Commerce, U.S. Depart- 
ment of Commerce, Washington, D.C. 20230. 
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